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FROM: J. Tyler McCauley 
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SUBJECT:  ARMENIAN EVANGELICAL SOCIAL SERVICES CENTER CONTRACT 

REVIEW 
 

We have completed a contract compliance review of the Armenian Evangelical Social 
Services Center (AESSC), a Refugee Immigrant Training and Employment Program 
(RITE) service provider.  The review was conducted as part of the Auditor-Controller’s 
Centralized Contract Monitoring Pilot Project.    

 
Background 

 
The Department of Community and Senior Services (DCSS) contracts with AESSC, a 
private, non-profit, community-based organization, to provide job training services to 
Russian, Armenian, and Farsi speaking CalWORKS recipients who have resided in the 
United States over five years.  The types of services provided by AESSC include job 
readiness training, career planning services and job placement.  AESSC’s offices are 
located in the Third and Fifth Districts.   
 
DCSS pays AESSC a fixed fee for each type of service based on budgeted program 
costs and anticipated service levels.  For Fiscal Year 2002-03, DCSS paid AESSC 
approximately $650,000.   

 
Purpose/Methodology 

 
The purpose of the review was to determine whether AESSC was providing the services 
outlined in their County contract and maintaining proposed staffing levels.  Our 
monitoring visit included a review of AESSC’s billing statements, participant case files, 
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personnel and payroll records, and interviews with AESSC staff, program participants 
and participant employers.   

 
Results of Review 

 
AESSC was significantly out of compliance with its contractual requirements.  AESSC 
overstated 6 (24%) of the 25 employment outcomes and 4 (100%) of the 4 job training 
outcomes sampled, which resulted in AESSC over billing DCSS $2,750 out of the total 
$6,900 sampled.   Examples of over billings include the following: 
 

• Billing for placing participants in employment, where they are paid a commission, 
without obtaining a copy of the commission contract to ensure that the 
participants are properly compensated, as required by the contract. 

• Billing for a part-time employment placement when the participant was employed 
and compensated through a federal work-study program, which is not a billable 
placement per the contract. 

• Billing for placing participants in jobs in which they are paid based on piecework 
(each piece they complete) rather than an hourly wage, which does not qualify as 
a billable condition. 

• Billing for a part-time employment placement when the participant was employed 
at less than part-time status. 

• Billing for placements in which the program participants did not receive 
paychecks from employers that are in accordance with the California State Labor 
Code, as required by the contract.  

 
AESSC also billed for services provided to one individual that the GAIN Employment 
Activity and Reporting System (GEARS) reported as ineligible to receive program 
services.  The services provided to this individual amounted to approximately $460.  In 
addition, AESSC overpaid one program participant a total of approximately $377 for 
transportation expense reimbursement.   
 
AESSC’s eight Case Managers currently possess the work experience required by 
DCSS’ contract.  However, five of the eight Case Managers did not possess the 
required work experience and/or educational requirements at the time they were hired 
by AESSC three to five years ago.  As a result, during their first two years of 
employment, DCSS paid AESSC for services provided by staff that did not have 
sufficient GAIN work experience.   
 
In several instances, AESSC subsequently produced documentation that contradicts 
information we were provided during our review.  AESSC did not possess it at the time 
of our review and it was created after we informed them of our findings, the 
documentation is less creditable.  In addition, it purports to document conditions that 
existed only after the dates the County was billed and does not validate the original 
billing.   
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Review of Report 
 
In their attached response, AESSC disagreed with our findings and claimed that 
because the findings were vague, AESSC staff had difficulty responding to them.  Prior 
to our exit conference on March 18, 2004, we provided AESSC with a listing of all our 
findings and the associated case numbers.  On March 18, 2004, we met with the 
Agency’s Director and staff to discuss our monitoring review draft report and to review 
additional documentation presented by AESSC to support its billings to DCSS.  Since 
the March 18, 2004 meeting,  we have had approximately 20 telephone contacts and 
five separate facsimile transmissions with the Agency’s Director and staff to address 
their concerns regarding our findings.  In each instance, the Agency’s Director and staff 
appeared to understand the details of our findings and recommendations.   
 
Due to the number of pages contained in their response, we did not attach AESSC’s 22 
Exhibits to our report.  However, copies of the Exhibits are available upon request.      
 
We notified DCSS of the results of our review.  DCSS will work with AESSC and 
monitor them to ensure that areas of non-compliance disclosed in this report are 
resolved and will report to your Board within 60 days of this report.  
 
Please call me if you have any questions, or your staff may contact Don Chadwick at 
(626) 293-1122.  
 
 
JTM:DR:DC 
Attachment 
  
 
c: David E. Janssen, Chief Administrative Officer 
 Department of Community and Senior Services 
  Cynthia Banks, Chief Deputy Director 
  Josie Marquez, Program Director 
 Bryce Yokomizo, Director, Department of Public Social Services 
 Jack Loussararian, Director, Armenian Evangelical Social Services Center 
 Violet Varona-Lukens, Executive Officer  
 Public Information Office 

Audit Committee 
 
 
 
 
 
 



 

CENTRALIZED CONTRACT MONITORING PILOT PROJECT 
REFUGEE IMMIGRANT TRAINING AND EMPLOYMENT PROGRAM 

FISCAL YEAR 2003-2004 
ARMENIAN EVANGELICAL SOCIAL SERVICES CENTER 

 
 

BILLED SERVICES 
 

Objective 
 
Determine whether the Armenian Evangelical Social Services Center (AESSC) 
accurately reported the outcomes of the program participants and that the program 
participants were eligible to receive services.  AESSC is paid a fee for each specific 
outcome (gaining full-time and part-time employment, upgrading from part-time to full-
time employment, earning an hourly wage to be self-sufficient, participating in job 
training instruction, etc.) that the program participants achieve during the billing period. 
 
Verification 
 
We selected a sample of 29 program participants and reviewed their case files for 
documentation to support the employment and job training outcomes that AESSC 
reported in October and November 2003.  The outcomes represent $6,900 (9.5%) of the 
$72,224 that AESSC billed the County for October and November 2003.   
 
In addition, we interviewed 23 of the 29 program participants and 20 employers to 
confirm the outcomes that AESSC reported were actually achieved.  We also reviewed 
the eligibility status of the 29 program participants on the GAIN Employment Activity and 
Reporting System (GEARS). 
 
Results 
 
Employment Outcomes 
 
AESSC overstated 6 (24%) of the 25 employment outcomes (part-time employment, 
full-time employment, and upgrade from part-time to full-time) which resulted in AESSC 
over billing DCSS $1,550 out of the total $6,900 sampled.  Specifically, we noted the 
following: 
 
• One program participant that AESSC reported receiving part-time employment 

was participating in a work-study program.  However, the contract does not allow 
AESSC to bill DCSS a placement fee for participants that obtain employment as 
part of a work-study program. 

 
• One program participant that AESSC reported receiving part-time employment is 

paid based on piecework (each piece they complete), rather than an hourly 
wage, which does not qualify as a billable condition.   
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We informed AESSC of this issue in March 2004.  Subsequently, AESSC 
management provided us a copy of a new employment verification form from the 
employer.  The new employment verification form reports that the employer 
compensates the participant on a piecework basis, but that the participant is 
guaranteed to earn a minimum wage.   However, from October 27, 2003 to 
November 9, 2003, the participant was paid less than minimum wage by the 
employer.  According to the paycheck stub, the participant worked 21.5 hours 
and earned a total of $128.82 which equates to $5.99 per hour for all hours 
worked.   AESSC staff did not detect this condition.   

 
• One program participant that AESSC reported receiving part-time employment in 

October 2003 was employed less than 20 hours per week.  To qualify for part-
time employment, the participant needs to work a minimum of 20 hours per 
week.  

 
• One program participant that AESSC reported receiving full-time employment 

actually works part-time.  The employment verification form contained in the 
participant file reported that the participant is employed 30-35 hours or less per 
week and that employment is not guaranteed.  We were unable to interview the 
participant to confirm the hours worked per week.  In addition, the participant’s 
paycheck stubs did not report the number of hours worked.  However, the 
employer stated that the participant is employed on an as needed basis and 
averages 29.5 hours per week.   After informing them of this issue, AESSC 
provided us with a copy of a new employment verification form dated March 16, 
2004 reporting that the participant was employed between 35-40 hours per week.   
This new form directly contradicts the prior form and the statements of the 
employer regarding the employment status at the time of the billing period.   

 
• One program participant that AESSC reported receiving part-time employment 

and one program participant that AESSC reported was upgraded from part-time 
to full-time employment are paid on a commission basis.  The County contract 
requires that AESSC submit a copy of the signed commission contract which 
outlines the terms of the participants’ employment and rate of compensation with 
their monthly invoice.  However, AESSC never obtained copies of the 
participants’ commission contracts to confirm that the participants are being 
adequately compensated.  After informing AESSC of these reportable conditions, 
AESSC acknowledged that the part-time employment should not have been 
reported.   

  
 For the program participant reportedly upgraded to full-time employment, AESSC 

claimed that the participant was actually paid an hourly rate for performing 
secretarial duties and not earning a commission.  AESSC also provided a letter 
from the employer stating that beginning September 2003, the participant was 
reclassified from employee to independent contractor with the employer 
discontinuing payroll tax deductions.  AESSC billed DCSS for this change.  
However, it appears that the employer incorrectly reclassified the participant as 
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an independent contractor rather than an employee in violation of federal tax 
laws.  AESSC staff did not detect this and take appropriate action.    

 
Job Training Outcomes 
 
AESSC overstated 4 (100%) of the 4 job training outcomes sampled (Job Club, Case 
Management, Assessment, etc.) which resulted in AESSC over-billing DCSS $1,200 out 
of $6,900 sampled.   
 
AESSC billed DCSS for providing the Job Club training program to four program 
participants.  Job Club is a four week, 128 hour training program designed to increase 
the participant’s marketability, job skills, and exposure to the job market with the 
purpose of placing into full-time or part-time employment.  The contract requires the 
contractor to provide the participant with supervised job search activities that includes 
daily contact and supervision, one-on-one job search training, and the development of 
job leads.  The case file for these participants did not contain documentation indicating 
that AESSC provided job search as part of the Job Club curriculum.   In addition, three 
of the four participants stated that job search activities were not part of their Job Club 
training.  We were unable to contact the fourth participant.   
 
Participant Pay 
 
California State Labor Code Section 226(a) requires that employers furnish each 
employee at the time of each payment an itemized statement in writing showing: (1) 
gross wages earned; (2) total hours worked for hourly wage earners; (3) all deductions; 
(4) net wages earned; (5) pay period; (6) the name of the employee and their social 
security number.  In addition, the County contract requires AESSC to review 
participants’ paycheck stubs to confirm the hours worked prior to billing DCSS for job 
placements.   
 
Ten (40%) of the 25 program participants with reported employment outcomes did not 
receive an itemized listing with their paychecks that reported the number of hours 
worked and/or any deductions for payroll taxes.  AESSC billed DCSS for the 
placements without reviewing a valid payroll check stub to confirm the participants’ 
employment and hours worked.  In addition, AESSC staff did not inform the participants 
that they are required to receive from their employers a statement with each paycheck 
that lists the hours worked and payroll deductions.  
 
GEARS Activity 
 
According to GEARS, 1 (3%) of the 29 participants sampled was not eligible to receive 
RITE program services.  The participant’ case was terminated on May 31, 2003 by the 
Department of Public Social Services (DPSS) staff because the participant failed to 
report his monthly income, as required in order to receive program services.  The 
participant became ineligible to receive program services effective July 1, 2003.  
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However, AESSC continued to reimburse the participant a total of $460 for 
transportation expenses.   
 
AESSC indicated that they were not aware that the participant became ineligible for 
program services.  However, AESSC’s staff, during their required monthly contact with 
the participant, should have ensured that the participant was meeting the program 
requirements and informed the participant of the consequences if the program 
requirements are not followed.   In addition, GEARS generates a daily alert report that 
lists participants with changes in their eligibility status.  AESSC case managers are 
required to review these reports on a daily basis.  The daily alert should have notified 
AESSC staff of this participant’s ineligibility for program services. 
 
AESSC also overpaid one other program participant approximately $377 and did not 
initiate compliance procedures for one participant who was not complying with program 
requirements.  Specifically, we noted the following: 
 
• One program participant received eight payments from AESSC totaling $377 for 

transportation expense reimbursement that the participant did not qualify to 
receive.  Four payments totaling $188 related to her employment as a caretaker 
for an ill family member residing in her home, which did not qualify as a 
reimbursable event.  After informing AESSC of this issue, AESSC processed an 
overpayment notice and the participant refunded the payments.   

 
 The remaining four payments totaling $189 were paid to the participant during a 
 period of time when the participant was not complying with their required hours of 
 weekly program participation.  
 
• One program participant was not complying with their required hours of weekly 

program participation but was not referred to DPSS for compliance procedures 
as the contract requires.         

 
AESSC management should ensure that DCSS is only charged for eligible services 
provided to individuals that qualify for program services.  AESSC management should 
also ensure that the program participants receive from their employers an itemized 
statement with each paycheck listing their hours worked and payroll deductions.  Also, 
AESSC management should ensure that program participants that are not complying 
with program requirements are referred to DPSS for compliance procedures on the date 
that the non-compliance is discovered.          
  
 Recommendations 
 
 AESSC management: 
 

1. Only charge DCSS for eligible services. 
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2. Only charge DCSS for services provided to individuals that qualify 
for program services. 

 
3. Ensure that the program participants receive from their employers an 

itemized statement with each paycheck listing their hours worked 
and payroll deductions. 

 
4. Ensure that program participants that are not complying with 

program requirements are referred to DPSS for compliance 
procedures on the date that the non-compliance is discovered.       

 
STAFFING/CASELOAD LEVELS 

 
Objective 
 
Determine whether AESSC’s staffing levels are sufficient and that Case Manager 
caseloads do not exceed 115 program participants as required by the County contract.      
 
Verification 
 
We interviewed AESSC’s staff and reviewed AESSC’s timekeeping records to 
determine actual staffing levels, and computed the minimum staffing levels required 
based on the Contactor’s caseload.   
 
Results 
 
We determined that the Contractor’s number of Case Managers is sufficient and that 
their average caseload of 95 participants does not exceed the contract limit.    
  
 Recommendations 
 
 There are no recommendations for this section. 
 

STAFFING QUALIFICATIONS 
 
Objective  
 
Determine whether AESSC’s staff meets the qualifications required by the County 
contract.   
 
Verification 
 
We interviewed AESSC’s staff and reviewed their personnel files for documentation to 
confirm their qualifications.  The contract requires that Case Managers either possess a 
four-year college degree, an AA degree and two years of caseload experience, an AA 
degree and two years of employment counseling experience, or two years of 
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employment counseling experience in a GAIN environment.  Achievement of Junior 
class standing in an accredited college may be substituted for an AA degree provided 
other training or experience requirements are met.   
 
Results 
 
AESSC’s eight Case Managers currently possess the work experience required by 
DCSS’ contract.  The Case Managers average between three to five years experience 
providing services in a GAIN environment and one case manager had 13 years 
experience in Refugee program services.  However, five of the eight Case Managers 
did not possess the required work experience and/or education at the time they were 
hired by AESSC three to five years ago.  As a result, during their first two years of 
employment, the County paid AESSC for services provided by individuals that did not 
meet the contract requirements.  AESSC management needs to ensure that staff 
possess the required work experience prior to being hired to perform case management 
in a GAIN environment.  
    

Recommendation 
 

5. AESSC management ensure that the staff possess the required work 
 experience prior to being hired to perform case management in a 
 GAIN  environment.     

 
SERVICE LEVELS 

 
Objectives 
 
Determine whether AESSC’s reported services for Fiscal Year (FY) 2003-04 
significantly varied from planned services levels.    
 
Verification 
 
Review DCSS’ Annual Service Level Assessment report for FY 2003-04 and AESSC’s 
proposed services levels for the same period. 
 
Results 
 
We attempted to review AESSC’s ability to achieve planned service levels.  However, 
DCSS could not provide us with the projected service levels used to allocate funding to 
AESSC.  In the future, DCSS needs to maintain the documentation used to establish 
the planned service levels of their program contractors.  
 
 Recommendations 
 
 There are no recommendations for this section. 
















